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I. POLICY OVERVIEW 

Transportation has substantially shaped the 
growth and development of the United States. 
Waterways led our ancestors to new frontiers. 
Today, our energy-efficient inland waterways and 
merchant marine seek out new markets. Railroads 
fed the hearths of an industrial revolution and 
now have renewed significance in the era of en­
vironmental and energy consciousness. Highways 
made us the most mobile population on earth, 
profoundly altered our land use patterns, and es­
tablished the automobile, truck and bus as an im­
portant part of the Nation~s mobility and economic 
activity. Mass transit provided the lifeline to city 
centers and now offers hope for their revival. 
Civil aviation extended its reach around the globe 
and helped design the interdependent world in 
which we now live. General aviation has greatly 
increased business and pleasure mobility and 
opened up formerly unreachable territories. Pipe­
lines are vital to energy independence. 

To sustain and enhance ou·r economic vitality 
and growth, the productivity of our commerce and 
the quality of our lt>isure~ we need a healthy and 
responsive transportation system. National trans­
portation policy must serve these broad goals of 
our society by helping to guide the development, 
financing and maintenance of a safe, efficient, ac­
cessible and diverse transportation system. Such 
a system should meet the needs of all Americans­
as passengers, consumers, employet>s, shippers and 
investors-in a way that i'3 consistent with other 
national objectives. The values and priorities of 
our society are changing as the land on which we 
live is changing, and transportation must blend 
with other national goals in seeking heightened 
quality in the American way of life. 

THE FEDERAL RESPONSIBILITY 

The Federal government has actively partici­
pated in building transportation's infrastructure.1 

It has also assumed responsibility to ensure the 

' See Ann F. Friedlander, The DilemmtJ of Freight TrtJnaporf 
RegultJtlo,. (Brooklnp Institution), pages 8 and 9, 1969. 

safety of travelers, to protect the public from the 
abuse of monopoly power, to promote fair competi­
tion, to develop or continue vital transport serv­
ices, and lately to balance environmental, energy 
and social requirements in transportation planning 
and decisionmaking. 

In keeping with basic American economic 
philosophy that the private sector should bear 
primary responsibility for meeting the Nation's 
transportation needs, the Federal government has 
usually exercised restraint. Its role is limited by 
the preference accorded the private sector, by con­
centration on issues of national importance and 
by the finite financial resources available. Its role 
is advanced, however, by our political commit­
ment to improve the economic and social well-being 
of all Americans. 

FEDERAL-STATE-LOCAL RELATIONS 

The Federal interest in interstate and interna­
tional transportation is mandated by the Constitu­
tion and defined by practical requirements of uni­
formity and connectivity, and, in addition, for 
international transportation, such Federal inter­
est is circumscribed by international law and for­
eign policy. In recent years, laws have been en­
acted on mass transit, environmental quality and 
energy conservation which are as concerned with 
local transportation as they · are with interstate 
and foreign commerce. These laws have expanded 
the definition of Federal interest and require exten-
8ive cooperation among Federal, State and local 
governments. 

Now, we must seek a more rational delineation 
of responsibility among the levels of governments. 
Most transportation activity involves primarily 
local movement. Consequently, the largest share of 
existing Federal assistance programs requires 
shared Federal, State and local priorities and 
decisionmaking. The extent of Federal financial 
participation and program control is a function 
of the national priorities served. · As we decentral­
ize authority and increase State and local program 
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flexibility, States and localities must improve pro­
gram management and, where possible, increase 
their financial participation in projects that pri­
marily benefit their residents. We have a further 
responsibility to define residual Federal inter­
ests--connections to interstate commerce, preserv­
ing urban centers, overall national economic and 
social well-being, civil rights, etc.-and to simplify 
the process by which responsiveness to these na­
tional priorities is assured. 

FEDERAL-PRIVATE SECTOR RELATIONS 

We also seek a more rational relationship be­
tween the Federal government and the private sec­
tor. The government must promote increased ef­
ficiency, energy conservation, capital development, 
job opportunity and productivity through eco­
nomic and regulatory policies that create a climate 
conducive to healthy competition among financi­
ally viable suppliers, carriers, operators and modes. 

In responding to specific short-term economic 
ills of an industry, direct Federal subsidy should 
be considered only as a last resort. We must recog­
nize that sustaining or restoring the basic health 
of the economy will create more certainly con­
ditions in which an efficient, well-managed indus­
try will thrive, creating jobs and providing low­
cost service. At the same time, Federal action 
should not impede the ability of well-managed 
firms to realize a reasonable rate of return on in­
vestment and attract the necessary capital to en­
able expansion and the purchase of safe, mod£'rn 
and environmentally sound equipment. 

Unfortunately, the ~ation's economic regulatory 
structure in transportation has not kept pace with 
changes in industry and the economy. Responsi­
ble action is needed to reform and modernize the 
regulatory system in which surface, air and water 
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transportation operate, Jiowever valid the original 
purpose of promoting a fledgling industry and 
protecting the public from the tyranny of monop­
oly or the chaos of predatory competition, the 
public perception of the system now is that it 
serves primarily to foster security in the industry 
it is designed to regulate. In its operation, the 
existing regulatory structure is too ~ften outdated, 
inequitable, inefficient, uneconomical and even ir­
rational. . 

We should seek balanced reform of the Federal 
regulatory process-not deregulation, sudden 
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chaotic changes or abrupt policy reversala. We 
must also realize that financial commitments have 
been made under existing regulatory ground rules 
and we should be cautious in the application of 
theoretical solutions. Changes in public policy 
clearly are required. Increased emphasis must be 
given to competition and the market mechanism 
as a more effective judge of efficient resource al­
location and a more reliable barometer of consumer 
preference. In air and surface transportation, we 
-will seek more pricing flexibility, some liberaliza­
tion of entry and exit policy, more efficient and 
timely regulatory processes and the prohibition of 
anti-competitive practices. We 'vill also seek to 
determine the most efficient restructuring in vari­
ous modes and to encourage new methods of in­
termodal cooperation. 

As these changes are implemented, we also rec­
ognize that large financial sums have been in­
vested in reliance, in part, on the present regula­
tory system. Therefore, some otherwise laudatory 
reforms will have to be altered or staged over a 
transitional period to enable appropriate adjust­
ment to market conditions. We will evaluate the 
consequences of each modification to assure that 
the financial viability of the industry is presen·ed 
and other public interests are being served. 

PCBLIC INTEREST RESPONSIBILITIES 

Whereas less government intervention through 
economic regulation is desirable, this should not 
be at the £'xpense of consumer protection or the fi­
nancial well being of the industry. Government 
should dHote sufficient resourc£'s to the dev£'lop­
ment and ('nforcement of r£'asonable standards of 
safety, envimnmental protection and civil rights, 
consistent with cost-benefit analysis where appro­
priate. Gov£'mment must also promote consumer 
participation in public decisionmaking. 

Energy conservation has become a key deter­
minant in transportation decisionmaking. We 
must be prepared to sacrifice some of the conven­
iences long enjoyed in a world of cheap and plenti­
ful energy for the longer range preservation of 
mobility. 

In striving to achieve progress in these areas, 
we are not dealing in absolutes. The statutes, the 
courts, administrative processes and analytical 
procedures provide the tools for weighing relative 
values and the parameters in which discretionary 
judgment is exercised. We need to use these tools 

to make better decisions and ensure steady progress 
each year in reducing aocid~ts, enhancing the en· 
vironment and promoting equal employment op­
portunity. We need to understand better the in­
direct economic and social consequences of our 
actions, provide for programs that serve the long­
range public interest, find the most efficient means 
to achieve our program objectives and prorect the 
rights of the individual and the choice of the 
consumer. 

MULTIKOD.A.L PoLICY 

Underlying comprehensive transportation pol­
icy is the recognition that diversity and intermodal 
competition are essential to an effective transpor­
tation system. Government policy must move in 
the direction of increasing equal competitive op­
portunity among the transportation modes, pro­
moting cooperation among modes, minimizing the 
inequitable distortions of government intervention 
and enabling each mode to realize its inherent 
advantages. 

Our motor carriers, taking advantage of a 
ubiquitous highway network, which is paid for 
only as it is used, have the ability to pro,·ide door­
to-door service for a broad range of commodities 
with great flexibility as to time and nature of sen·­
ices. Similarly, intercity buses, using this highway 
network, can provide service between densely 
populated cities, as well as between towns and 
villages. Our water carriers can handle bulk com­
modities at low cost between regions endowed with 
adequate waterways. Our railroads can transport 
a wide range of commodities economically O\"er 
long distances from major sources of supply to 
major points of demand. 'Vhen speed is important, 
our air carriers can deliver high-value goods O\"er 
long distances. Passenger &>rdces provide a range 
of price, speed and quality options that respond 
to varying consumer demands based on the dis­
tance to be traveled, the ability to pay and con­
venience of' access. 

In designing a government response to the prob­
lem of a particular transportation mode, we must 
recognize and evaluate the consequences of gov­
ernment action on the competitiveness of other 
modes. Although consistency and complete equity 
are not always possible in the government's allo­
cation of resources to transportation, we must 
make a concerted effort to remedy the imbalance 
of past actions and assure fairness in future ac­
tions, or at least fully recognize and weigh the 

adverse etfects of present imbalances. As we move 
toward support of new developments in transpor­
tation, we must constantly reexamine whether new 
programs require alterations in or elimination of 
existing programs. 

PoLicY PRINciPLES UNDERLYING A NATIONAL 

TRANSPORTATION PoLICY 

A national transportation policy must be a liv­
ing, evolving process responsive to changing con­
ditions and public perceptions of the Nation's 
transportation needs. It reflects existing statutes 
and programs, habits and traditions, proposed re­
forms and the direction in which '""e intend to 
move in the future. Certain basic policy principles 
help define the contribution that Federal leader­
ship must provide, consistent with the continuing 
reality that Federal and other go,·ernmental re­
sources are finite. 

We believe that the fuRdamental policy prin­
ciples are as follows: 

1. Government and tM Private Tranrportation 
Sector 

a. A dynamic, competitive and efficient private 
sector should meet the Nation's transportation 
needs to the maximum extent feasible. 

b. The private sector and government should 
interact effectively, performing functions and 
pursuing priorities for which each is best suited, 
working in a mutually reinforcing way where ap­
propriate and at "llrm's length" where necessny. 

c. Representing 10 percent of the Gross National 
Product,2 the transportation sector must attract 
adequate capital for sound investment in the fu­
ture and promote a stable and growth-oriented 
economy by exercising fiscal responsibility, help­
ing to control inflation and creating employment 
opportunities. 

g. U.S. International Transportation Orn1ceNUJ 

a. In a world of increasing interna.tional inter­
dependency, transportation must protect vital na­
tional interests by : 

(1) Enabling the United States to compete ef­
fectively in the world market; 

(2) Enabling people, freight and mail to tra.vel 
abroad at the lowest possible price, consistent with 

• .\ tabulation of transportation npendltures of all kinds (In· 
eluding outlays for Intermediate coods and ser,·lees which are 
e\·entually adjuHted out In GNP aeeountlng procedures to ell· 
mlnate double rountlng) would 7leld a slim approxlmatlnc one· 
fifth the al.&e ot the GNP. 
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